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This study seeks to undertake an investigation of the extent
to which federal government compensation policies have attempted
to reduce differences between the salaries and wages of federal
employees and those of their counterparts in similar positions
in the private sector. In this respect, the study will attempt
to determine why the federal government has found it increasing¬
ly difficult to bridge the gap between the salaries of its em¬
ployees and those of the private sector as stipulated by the
Federal Pay Comparability Act of 1970. Also this study will
assess the ways by which such policies can be revised to insure
that federal employees enjoy similar compensation benefits as
their counterparts in comparable positions in the private
sector. This study concludes that the federal pay
comparability process, though desirable, is fraught with major
defects that need to be carefully examined and corrected for the
process to serve the purpose for which it was designed. In this
light, vigorous checks and balances must be introduced and en¬
forced in both sectors to ensure pay comparability.
Also, the comparability process itself must be redefined to
eliminate the confusion that currently exists between the
positive and normative aspects of the process. Finally, compen¬
sation relationships between the public and private sectors
should be reassessed periodically from a different perspective
than that used in the comparability process.
Taken together, this study utilized information from a vast
array of sources such as books, journals, dissertations, theses,
congressional documents, magazines and newspapers.
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There is a consensus among public managers, business
leaders in the private sector, scholars and human resources
management theorists that the design, implementation and
maintenance of an effective compensation system within an
organization is among the most crucial policy decisions
made by top management of any organization today.
The significance attached to the need to utilize a
comprehensive compensation system within an organization
can be attributed, at least in part, to the view that
compensation constitutes an essential segment of any
hiiman resources planning and utilization system. In this
connection, compensation policies and systems and human
resources planning are directly related. Decisions
affecting overall pay levels, payment methods, types of
incentives, individual pay and other benefit packages,
for example, affect and are affected by the availability
of human resources. Over the years, compensation policies
in the public and private sectors have tended to stress
the importance of compensating employees in a manner that




Given this background, scholars and managers, in
the public and private sectors, have sought through
writing and other practical ways to encourage the design
and implementation of appropriate compensation systems
within organizations. These authorities have asserted,
emphatically, that a properly managed compensation system
underscores any organization’s desire to attract, motivate,
retain and reward a fully qualified and effective work
force.^
Generally, the following criteria explain the
significance of effective compensation policies and
systems within organizations, public or private:
1. Compensation policies and systems
should be structured to attract, acquire
and retain competent employees within
the organization.
2. The policies and systems must be
acceptable to employees.
3. Compensation policies and systems must
play a positive role in motivating and
rewarding employees to perform their
duties to the best of their abilities and
in a manner which supports the achievement
of the organization's goals.
4. Compensation policies and systems must
provide an opportunity for employees, at
every level, to achieve their reasonable
aspirations in a framework of equity,
impartiality and reasonableness.
^Ray A. Killian, Managing Hximan Resources; An ROi
Approach (New York: American Management Association,
1976) , p. 161.
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5. Finally, the nature of compensation
policies and systems, and the
associated administrative costs must be in
proportion to other organizational
priorities such as financial resources and
available management time.
On the basis of these criteria, it is felt that
without an effective compensation system, an organization
will find it difficult to create and maintain a
supportive climate that motivates employees to achieve
the desired level of performance and hence the organiza¬
tion's goals,^
Policies governing the compensation of federal
government employees have, arguably, been the subject of
much debate among policy makers, economists and union
leaders for the past two decades essentially for the
following reasons; First, the period between 1965 and 1985
has witnessed a dramatic increase in employment in the
federal civilian government. Such an increase has
reflected an increase in the demand for public services
triggered by an increase in the demand for all services
and service intensive goods. Second, since 1965, some of
the greatest salary and wage gains have also occurred in
the federal civilian government. Major laws have been
passed concerning the compensation of workers at all
levels of government,
2
Guvenc G. Alpander, Human Resources Management
Planning (New York: American Management Association,
1982) , p. 244.
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Prior to 1965, federal government compensation
systems had no provisions for regular adjustments in
salaries and wages to reflect the kind of labor market
conditions prevalent in the private sector. In 1965,
a reform of all federal pay systems was begun in an
effort to apply a uniform principle of pay determination,
called comparability, to all federal workers.
The objective of this principle was to assure that
federal employees received pay comparable to that
received by workers performing similar work in the private
sector. This principle was concretized with the passage of
the Federal Pay Comparabiliy Act of 1970. The act
stipulates that "pay distinctions be maintained in
keeping with work distinctions" (internal alignment) and
that "federal pay rates be comparable with private enter¬
prise pay rates for the same levels of work" (external
3
alignment or pay comparability).
This comparability legislation was passed in an
attempt to reduce the difficulties the federal government
was experiencing in attracting technical and professional
workers which indicated that wages in the public sector
were not competitive with private wages at the same work
levels. Fifteen years after this legislation was passed,
the comparability principle does not seem to be working
3
Robert W. Hartman, Pay and Pensions for Federal
Workers (Washington, D.C.: The Brookings Institution,
1983), p. 8.
-5-
as initially envisaged by policy makers. Robert Hartman
points this out succinctly when he states that;
It requires explaining why a system
designed to achieve comparability of
salaries between public and private
sectors has instead resulted in
significant short falls in federal
salaries for professionals and over¬
payments for clerical workers in
advanced jobs.^
Purpose of the Study.
This study seeks to undertake an investigation of
the extent to which federal government compensation
policies have attempted to reduce differences between the
salaries and wages of federal employees and those of
their counterparts in similar positions in the private
sector. In this respect an attempt will be made to
determine why the federal government has found it
increasingly difficult to bridge the gap between the
salaries of its employees and those of the private sector
as stipulated by the Federal Pay Comparability Act of
1970. Also this study will assess the ways by which such
policies can be revised to insure that federal employees
enjoy similar compensation benefits as their counterparts
in comparable positions in the private sector.
Scope of the Study.
This study deals essentially with the disparity
between the salaries and wages of federal employees and
^Ibid.
-6-
the benefits earned by employees of the private sector
in similar positions in the 1980’s. The study will
therefore analyze selected compensation policies aimed
at reducing such differences between the earnings of
federal employees and employees of the private sector.
It will not cover state and local government employees.
Also, it is beyond the scope of this study to provide
clear-cut solutions to the research problem. Nonethe¬
less, it will seek to identify and recommend, alternate
and more effective approaches for addressing those
factors responsible for the prevalence of differences
in compensation policies governing federal employees
and employees in comparable positions in the private
sector.
Methodology.
The research methodology used in any research
project must conform to the purpose and scope of the
project for which it is designed. On the basis of this
view, this study does not seek to discount any of the
approaches that have been used in previous studies related
to the differences between the salaries of federal govern¬
ment employees and those of their counterparts, in similar
positions, in the private sector.
Rather, it seeks to develop a comprehensive over¬
view of the ways by which the federal government com¬
pensates its employees, as opposed to employees in similar
-7-
positions in the private sector, by drawing upon the
results, recoiranendations and conclusions of other studies
relevant to the research problem. This study will utilize
the descriptive analysis approach.
Descriptive analysis has been utilized essentially
to enable the writer to describe facts and events, which are
critically associated with the research problem. Since
federally government policies, related to compensation and
other issues important to the welfare of the public, are
enacted in response to certain problems (and designed to
fulfill specific goals) this approach enables the writer
to describe the problems, the goals and historical signifi¬
cance of such policies as well as the political forces
involved in the policy making process at that time. The
use of descriptive analysis as a research method has,
essentially, aided the writer in evaluating specific com¬
pensation policies in a manner that clearly demonstrates
the goals and ramifications of such policies.
Val\aable information, dealing with the compensation
of federal employees, was obtained from the works of
scholars recognized as experts in the field. In addition,
a vast array of secondary information—books, joxirnals,
dissertations, theses, congressional documents, magazines
and newspapers was utilized.
-8-
Review of the Literature
For the past two decades, the question as to how
differences between the salaries of federal government
employees and those of their counterparts in comparable
positions in the private sector can be reduced, has been
seriously debated by economists, policy makers and human
resources management theorists. In this respect, the
issue of compensation for federal employees has taken on
a new dimension in the 1980's and has evidently become an
important area of research for scholars with diverse
philosophical, political and intellectual backgrounds.
Specialists in human resources management planning,
such as Guvenc G. Alpander, have argued that the compen¬
sation of public employees is a matter that should be
given priority consideration just as other top organiza¬
tional problems such as finance, strategic planning, and
research and development. Alpander further stresses the
role of money in motivating employees as well as the
contents and results of an effective compensation system
within public organizations. Above all, he has argued
g
for the need for equity in the compensation process.
^Alpander, Human Resources Management Planning,
p. 253.
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Perhaps one of the most prolific writers on com¬
pensation policies in the public sector is Robert W.
Hartman. In a recent publication, he has demonstrated
that the comparability process of the 1970's that was
designed to reduce differences in salaries between
employees of the public and private sectors, has grossly
failed to fulfill its goal. Such failure, he believes,
has left the public sector lagging behind the private
sector in the compensation of its employees. He main¬
tains, further, that:
. . . even if the comparability process
were strictly followed, federal pay rates
would still be out of line because the
federal definition of salary comparability
adjusts federal salaries annually each
October to equal the private sector rates
in March. This is equivalent to building
in, on average, a one year lag in federal
pay behind private sector pay.7
In an attempt to show that the comparability process is
not wotking, the author has identified factors, within
the comparability process itself, that are responsible for
inequalities in salaries between the public and private
sectors. These factors, as well as issues attributed to
deviations from comparability, will be fully examined
in the analytical section of the research problem.
Few doubt the premise that, unlike the private
sector, the compensation determination process in the
g
Hartman, Pay and Pensions for Federal Workers,
p. 25.
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public sector is largely controlled by the political
element of such a process. This implies that any govern¬
mental decision affecting compensation usually includes,
but may not be limited, to the following considerations.
First, the determination of compensation benefits for any
governmental entity depends on the significance of the
entity, the quality of services it produces, the cost of
those services and the quality of employees in that entity.
As Sharon P. Smith contends;
This consideration illustrates the bias
and political maneuvering that sometimes
permeates policies affecting the com¬
pensation of public employees as well as
the undercurrents that eventually
encourage the prevalence of several com¬
pensation systems within different entities
of the same government and sometimes for
different government workers with similar
qualifications and job levels.8
Second, any governmental decision involving the compen¬
sation of federal employees, is conditioned, to a large
extent, by the votes that policy makers in office may
expect to win or loose in future elections. In this
connection law makers are often inclined to support those
causes that would insure their continuity in office,
even if this was at the disadvantage of others.
A careful examination of literature dealing with
federal government compensation policies has revealed
that inequality in pay between the public and private
O
Sharon P. Smith, Equal Pay in the Public Sector;
Fact or Fantasy (Englewood Cliffs, New Jersey; Prentice
Hall Inc., 1980), p. 12.
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sectors, and between similar jobs or positions within the
public sector itself is a subject that has been thoroughly
investigated by economists, sociologists, educators and
politicians. Inasmuch as pay remains unequal between
similar jobs in the two sectors, as well as between
similar levels in the public sector, scholars seem deter¬
mined to continue to combat the issue until a solution or
some form of compromise is reached.
Arguably, one of the most penetrating accounts of
inequality in the pay of federal employees and that of
comparable positions in the private sector has been provided
by Henry Phelps Brown. In an attempt to evaluate the
issue of compensation at the federal level from a socio¬
logical perspective, he has provided useful insights into
the economic and political factors involved in the com¬
pensation process that may be absent in the private
sector. He has contended, however, that to be able to
understand the inequality in pay between similar positions
in the two sectors, one must first begin by seeking to
grasp the basis for determining compensation for employees
of the two sectors, as well as the factors inherent in
differences in the compensation processes. It is his
belief that the compensation of employees in the two
sectors is generally seen in the light of compensating
people in different occupations or profession as well
as the distribution of individual incomes;
-12-
The differences between rates of pay in
both sectors are seen as bound up with,
and often are the product of other forms
of inequality between man and man: they
are set by a consensus about what is
right and proper for persons of given
standing, or they result from class
differences, or are deliberately
manipulated to maintain the privileges of
the powerful.^
It is important to note that these views supplement each
other as possible explanations as to why differences in
pay in the two sectors prevail. In this respect, one
view must not be considered as a reason at the total
exclusion of the other.
One of the most interesting developments in human
resources management in the public sector in the past
decade has been the significant role played by labor
unions in the determination of compensation packages for
federal government employees through collective bargaining.
Once declared illegal in the public sector, collective
bargaining has now become an instrument by which federal
government employees can negotiate with the government.
Profound controversy has continued to surround
collective bargaining and unionization because it is
generally believed that unions, which stress collective
action, are deviating from an essential American ideology
which emphasizes individualism, free markets and free
9
Henry Phelps Brown, The Inequality of Pay
(Berkeley: The University of California Press, 1977),
pp. 9-10.
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enterprise as an American value system. Yet despite such
controversy, there is empirical justification for the
view that collective bargaining and unionization have
had major policy implications in the public sector in the
1980’s. As Daniel J. B. Mitchell has observed;
The determination of whether union
earnings are different from what
earnings would be without unions is a
matter of some complexity. But one easily
observable characteristic of the American
labor market is that union earnings for
broad groups of workers in the public
and private sectors are usually higher
than non-union earnings.10
To anyone unfamiliar with the differences between the sala¬
ries or wages of federal employees and workers in comparable
positions in the private sector, the assertion that
increased union activity in both sectors results in higher
earnings for employees would imply that little or no
differences exist between the earnings of federal employees
and those of their colleagues in the private sector. How¬
ever, current research has proved that union activity in
the public sector is merely a step forward in a process
aimed at reducing the gap between the earnings of employees
of the two sectors.
Legislative efforts aimed at raising the earnings
of federal employees to levels compatible with those of
the private sector, as stipulated by the comparabilty
^Daniel J. B. Mitchell, Unions, Wages, and
Inflation (Washington, D,C.; The Brookings Institution,
1980), p. 78.
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process of 1970, have been disappointingly few under the
Reagan Administration. Such efforts have fallen short of
what most observers expected of the 1980's under this
administration. It is clear that the Carter Administration
initiated and conducted more studies of pay in the Federal
Civil Service System, and sponsored the broadest legis¬
lation affecting federal employees in decades.
Beginning with the Civil Service Reform Act of 1978
which established merit pay for federal employees, the
Carter Administration passed the Federal Employees Com¬
pensation Reform Act of 1979 which embodied all pay reforms
recommended by earlier studies. This legislation endorsed
the principle of total compensation comparability which
authorized Congress to fix and adjust the compensation of
federal employees from time to time in a manner consistent
with the public interest inasmuch as federal total com¬
pensation was comparable with non-federal total compensa¬
tion,^^
The only significant piece of legislation passed by
the Reagan Administration governing the pay of federal
employees has been the Federal Pay Comparability Reform Act
of 1981. Critics of the administration have charged that
the Reagan plan will not contribute much to the comparability
process. Similar to Carter's proposal, this legislation
^^For details see Federal Employees Compensation
Reform Act of 1979, Sect. 5301 (H.R. 4487) .
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retained the single general schedule for all white collar
occupations within the federal civil service. Critics
acknowledge, however, that the Reagan plan promulgated a
new standard for federal total compensation to be equal
to 94 percent of non-federal total compensation, thereby
highlighting those aspects of federal employment that
make it more attractive than many comparably paid jobs
12
in the private sector.
12
"Budget Reform Plan," press release, Office of
the President, February 18, 1981, pp. 8-6.
II. STATEMENT OF THE PROBLEM
For the past two decades the need to enact com¬
pensation policies that would reduce differences between
the salaries of federal employees and those of employees
in comparable positions in the private sector has been
seriously debated by policy makers, economists and
scholars. This study proposes to undertake an investi¬
gation of compensation policies that have been designed
to reduce such differences. It attempts to determine the
factors that have rendered the federal government
incapable of accomplishing the task it embarked upon some
twenty years ago.
Specifically, however, this study will attempt to
seek answers to the following salient research issues
and interrelated questions;
. What factors determine the compensation
of federal employees and what differentiates
the salaries of federal employees from
those of comparable positions in the
private sector?
. What are the major policies affecting
compensation for federal employees and what
measure of success has been achieved by
these?
. Have such compensation policies been reached
by unilateral announcement by the federal
administration, by individual bargaining,
by collective bargaining, by arbitration
or by decisions of statutory bodies?
-16-
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. Is the prevalence of several compensation
policies and systems within the federal
government the result of the significance
attached to some occupations over others
or is it the result of market forces,
social structure (class), or power?
. In what ways do the disparity between
the compensation of federal employees and
their counterparts in similar positions
in the private sector affect hiiman resources
management in the public sector?
. Are such differences in compensation policies
between the public and private sectors
likely to change as a result of scholarly
efforts and public pressure on the
federal administration?
The above questions are indicative of the multiple
research issues that this study addresses. Although each
question is framed to generate a specific result, together
they provide information that is needed to answer the
main research problem. Evidently, an analysis of compen¬
sation policies aimed at reducing differences between the
salaries of federal employees of those of similar positions
in the private sector is likely to provide insights into
issues relating to the morale, productivity and career
advancement opportunities for public employees.
III. ANALYSIS OF THE PROBLEM
Any attempt to assess the differences between
federal salaries and those of comparable positions in
the private sector must consider the differences that
exist between the two sectors as one premise for the
disparity in salaries or wages.
Perhaps the most fundamental difference is one
which derives from the fact that the two sectors differ
in their missions. Whereas the private sector is profit
oriented the public sector is not. The private sector
gets profits by selling goods and services at prices
that are higher than costs. In other words, costs are
minimized so that profits can be maximized. Government
or the pxablic sector is essentially concerned with pro-
viding quality services with few resources. Second, the
public sector is labor intensive. The private sector uses
raw materials and machines to produce finished goods.
The public sector provides services and not products and
in most instances these services are produced by people
13
Robert D. Lee, Public Personnel Systems (Baltimore




and not by machines. Third, it is also argued that
though the federal employee may receive a lower salary
than his counterpart in the private sector, other
privileges and benefits which he gets on the job, com¬
pensate for the difference in salaries. Fourth, whereas
authority or decision making is more structured in the
private sector, pay and other personnel policies in the
public sector are made through a political process that
involves many factors and vested interests. Finally, in
the American environment the private sector has generally
been considered to be very strong and attractive to young
qualified people interested in high earnings. This
pattern has, for many decades, made the private sector
more appealing to Americans over the p\ablic sector.
It is essentially against this background that the
federal government remains committed to a scheme that
sought to reduce the differences in the salaries or wages
of workers at similar levels in the two sectors through
the implementation of effective compensation policies.
The federal government's efforts in this direction are
underscored by the fact that it continues to face serious
competition, in the acquisition and retention of highly
skilled personnel in the sciences, medicine and technology,
from the private sector which usually pays higher salaries




The Federal Pay Comparability Act of 1970 is still
the single most vigorous attempt by the federal government
to reduce differences in salaries, at selected levels, in
both sectors. Though it has been modified over the years,
the basic mission of the act is applicable to the 19 80's:
That pay distinctions be maintained
in keeping with work distinctions
(internal alignment) and that
federal pay rates be comparable with
private enterprise pay rates for the
same levels of work (external
alignment or comparability).15
Unfortunately, the comparability process does not seem to
be working as initially designed. Critics have maintained,
and with good reason, that a system that was designed to
achieve comparability in salaries between the two sectors
has instead resulted in the reduction of salaries for
professionals and overpayments for clerical workers in
advanced jobs.
Two reasons appear to explain the lack of success
with the comparability process so far. First it is argued
that comparability is not the most appropriate alternative
essentially because the doctrine of comparable worth upon
which the comparability process is based, uses the market
system which is a biased foundation, to determine wages
since it discriminates against certain jobs with high
concentrations of women and minority workers. It is also
felt that even if the comparability process were strictly
15
p. 8.
Hartman, Pay and Pensions for Federal Workers,
-21-
ac3hered to federal salaries would still be out of line in
several respects. For example, the federal definition
of salary comparability adjusts salaries annually each
October to equal the private sector rates in March. This
results in a one year lag in federal pay behind private
sector pay which accounts for a 9 percent difference
between federal and private pay even if comparability pay
increases were granted.
Another factor within the comparability process that
leads to unequal salaries is the averaging of pay rates
across occupations at each grade. Due to the fact that
different occupations within a grade differ widely in the
private sector, equating federal pay to the average private
salary in a grade means that each occupational group in the
federal government will be overpaid or underpaid. For
example, in table 1, if average GS grade 5 salaries were
brought up to the average salary in the private sector,
clerical pay in the federal government would be about
$1,000 above clerical pay in the private sector, while PAT
grade 5 salaries in the government would still be about
17
$1,650 below those in the private sector.
A third reason for disparities in pay for similar




COMPARISON OF PRIVATE AND FEDERAL SALARIES BY GENERAL
SCHEDULE LEVEL AND JOB CATEGORY, MARCH 1980
(Dollars unless otherwise specified)
Professional, administrati\«.












1 8,110 7, 313 10.9 — 7,294 — 8,110 7, 309 11.0
2 9,397 8,303 13.2 10,216 8,241 24.0 9,479 8,296 14.3
3 11,130 9,586 16.1 12,132 9,349 29.8 11,254 9,551 17.8
4 12,767 11,201 14.0 12,687 11,033 15.0 12,749 11,149 14.4
5 12,740 12,873 -1.0 15,017 12,503 20.1 13,606 12,733 6.9
6 14,018 14,550 > -3.7 14,282 14,245 0.3 14,118 14,419 -2.1
7 15,382 16,215 -5.1 18,512 15,666 17.8 18,107 15,723 15.2
8 17,132 18,335 -6.6 18,454 17,825 3.5 18,208 17,888 1.8
9 n.a. 20,124 n.a. 22,183 19,086 16.2 22,183 19,105 16.1
10 n.a. 22,089 n.a. n.a. 21,246 n.a. n.a. 21,259 n.a.
11 n.a. 23,422 n.a. 26,585 23,329 14.0 26,585 23,324 14.0
12 n.a. 27,747 n.a. 31,936 27,949 14.3 31,936 27,947 14.3
13 n.a. 32,077 n.a. 38,278 33,586 14.0 38,278 33,583 14.0
14 n.a. 40,498 n.a. 47,495 39,625 19.9 47,495 39,624 19.9
15 n.a. •42,198 n.a. 53,956 46,727 15.5 53,956 46,724 15.5
Sources: Oonparability of the Federal Statutory Pay Systems with Private Ehterprise Pay
Rites: Annual Iteport of the President's Pay Agent, 1980 and data supplied by the Office of Personnel
Management cn average GS salary levels and enployment by grade and job, category,
n.a. Not available.
a. Data include both general schedule and certain other pay systems linked to the general
schedule. For total, an "other and unsiiecified" category was averaged in with the clericcil,
professional, administrative, and technical groups.
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used in the comparability process smooth the percentage
increases at each grade level by making comparisons of
points on statistically fitted curves for both the public
and private sectors. Since neither sector's curve exactly
fits the data points, the comparability salary increase
may miss the actual salary averages by a significant
amount.
Finally, a major challenge to the fundamental
rationale for pay comparability in the two sectors is that
salaries and jobs alone inadequately describe the variables
in a functioning labor market. It is common knowledge
that both employer and employee are concerned with other
non-pecuniary benefits associated with any job such as
insurance and retirement benefits. In this connection
it is important that the comparability process deals with
such emoluments in addition to the salaries themselves.
Public financial experts agree that the comparability
process has been unable to deal effectively with the
systematic differences between the two sectors in non-
pecuniary job conditions thus making it difficult for the
process to determine equal salaries for the same positions
in the two sectors.
If federal government jobs, for example, are more
satisfying, stimulating and secure, than private jobs, the
fact that pay is lower in the federal sector will produce
no adverse effect on government recruitment and retention
-24-
of employees. In this case, the pay differential is like
a tax the federal worker willingly pays to have a job he
views as better. In addition, certain high level political
jobs, at the top of government, are accompanied by power
and prestige that are unparalleled in the private sector.
Also most federal jobs, white and blue collar, are more
secure than if they were in the private sector. Federal
workers, in some instances, have given up the right to
strike even though their jobs may confer little prestige,
but they are less likely to be dismissed as it often occurs
in the private sector. Therefore, although federal govern¬
ment compensation policies should be made flexible enough
to take advantage of favorable working conditions in some
jobs and to make up for unfavorable conditions in others,
the comparability process does not seem to have succeeded
in establishing a concrete rule for overall pay setting
based on differences in intersectoral job conditions.
Coupled with the aforementioned reasons related to
the difficulties encountered by the federal government in
implementing the comparability process is the concern
about deviations from comparability norms. Pay compara¬
bility as required under the law did not determine pay in
the latter part of the 1970's and the early part of 1980.
President Carter arbitrarily determined percentage salary




provisions enabling him to offer an alternative plan,
essentially for political reasons. It was an election
year so he deviated from stated norms to gain political
support for the 1980 presidential elections.
A careful review of the literature dealing with
pay comparability for similar positions in the public
and private sectors indicates that the comparability
process has not been effectively implemented as to redress
the imbalance that continues to exist between federal
salaries and those of comparable positions in the private
sector due to deviations from fundamental norms. As
table 2 illustrates, critics continue to maintain that
vast differentials in pay still exist in salaries for
similar positions in both sectors largely because the
federal government has been unable to examine and deal
effectively with the whole issue of emolument, aside
from the salaries themselves, in the two sectors, as well
as the problem of determining which levels of the general
schedule ought to be used in the comparability process.
Given such shortcomings, critics who consist of economists
and public financial analysts are persuaded that a more
suitable alternative that would embrace all the variables
ignored by the comparability process should be sought and
implemented.
On assuming the presidency the Reagan Administration,
it seemed, was convinced that the comparability process
-26-
was fraught with complications that made it difficult
for the administration to implement to the satisfaction
of those who were directly affected by it—federal
government employees. In its place, the Reagan Admin¬
istration passed the Federal Pay Comparability Act of
1981. The 1981 legislation proposed to;
. . . retain the single general
schedule for all white collar
occupations and to endorse
locality pay and the surveying of
compensation in state and local
governments. It proposed to
achieve some pay flexibility by
special rates of pay for any labor
market segment where the government
was having difficulty in recruiting
or retaining well qualified
individuals.19
The most notable innovation in President Reagan's
proposal was the introduction of a new standard for
federal total compensation equal to 94 percent of non-
federal total compensation. On the basis of this
legislation, the Administration recognized and protected
those aspects of federal employment which were more
attractive than many comparably paid jobs in the private
sector. Shortly after the Act was passed into law, the
Office of Personnel Management COPM) was quick to point
out that the attractive aspects of federal employment
included such factors as job security, promotion





COMPARISON BETWEEN PRIVATE AND FEDERAL SALARIES
FOR JOBS EQUIVALENT TO GENERAL SCHEDULE
GRADE 5, MARCH 1980






Total Professional 16,557 12,254 35.1
Chemist I 16,200 11,550 40,3
Total Administrative 15,020 12,307 22,0
Job Analyst I 16,056 12,698 26,4
Total Technical 14,900 12,626 18,0
Computer Operator II 12,016 12,441 -3,4
Total Clerical 12,740 12,900 -1.2
Secretary II 12,611 12,963 -2.7
All Categories 13,606 12,733 6.8
Sources: Comparability of the Federal Statutory Pay
Systems with Private Enterprise Pay Rates; Annual Report
of the President's Pay Agent, 1980; and data provided by
the Office of Personnel Management,
Essentially, the Reagan Administration's proposed
94 percent compensation standard was aimed at justifying
the decision to hold down federal salary increases due in
October 1981, 1982 and 1983. A comparison of the Reagan
proposal with the current law and with 100 percent total
compensation is demonstrated in table 3. If the 94 percent
standard had been implemented immediately, the federal
pay raise in 1981 would have been 2.1 percent. The Reagan
Administration, however, decided to abandon implementing
that measure and adopted a 4.8 percent pay increase for
-28-
1981. The excess of 2.7 percentage points was to be
removed over the next two years. With the 1983 pay raise,
20
the 94 percent standard was to be met.
TABLE 3



















1981 9.1 15.1 8.6 4.8
1982 8.9 8.9 8.9 7.0
1983 7.9 7.9 7.9 7.0
1984 7.0 7.0 7.0 7.0
Source: Office of Management and Budget, Budget
Revisions, Fiscal Year 1982 (GPO, 1981), Assumed private
sector salary increases are noted in source as "Federal
Pay Raise, Military."
^The Reagan administration's proposal.
The major criticisms to the Reagan reform package
pertained to "what it has already done and what it did
not propose to do."^^ The decision to hold down federal
salary increases so as to achieve total compensation
comparability was bound to affect government policy
adversely. It is widely believed that this decision was
used by the Reagan Administration as an excuse or rationale




employee salary increases. These limits on federal pay
raises are the main reason why salary rates in the upper
levels of the general schedule are so out of line with
salary rates in the private sector. The same employees in
the upper levels have been made beneficiaries of the over-
generous civil service retirement system at the expense
of civil servants in the lower echelons of the general
schedule.
Another gross defect of the Reagan reform legislation
was the omission from the reform legislation of a proposal
by the Rockefeller panel that the general schedule be
split. For example, in the middle grades of the general
schedule, the use of a single rate of pay to cover both
clerical, professional and administrative employees
guaranteed that the former will be overpaid and the latter
underpaid relative to the private market. Though over¬
payment of salary to some clerical workers can be viewed
as compensation for their being deprived of participation
in social security, it is commonly cited as proof of the
federal government's overgenerosity. Also the low salaries
paid to entry level professionals because of the common pay
schedule for all occupations probably leads to over¬
promotion and overgrading of jobs, therefore distorting
the entire federal pay structure. As a matter of fact.
21
Ibid. , p. 89 .
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no federal pay reform program can be complete without
dealing with this significant source of malfunction in
22
current federal pay policy.
Third, the decision to compensate federal employees
according to pay scales in local labor markets was
desirable, at least in principle. The original proposal
called for local pay only for clerical and technical
workers. But the Reagan reform legislation adopted a
single regional differential for each grade that is
applicable to all workers in that grade. This decision
implicitly assumes that regional differences are uniform
across occupations. If, for example, private sector pay
rates in Atlanta are 90 percent of the national average
for both clerical and professional workers at GS-5, a
single pay differential would unambiguously improve
federal pay practice. If, however, regional variations
in pay are different for various occupations, the proposed
single regional adjustment would actually worsen the
23
rationality of the federal pay system. No data currently
exists that can be used to explain this issue of uniformity
of pay relative to occupation. Until such data are
collected and carefully analyzed, it would seem absurd to




IV. CONCLUSIONS AND RECOMMENDATIONS
Conclusions
The main purpose of this study is to critically
examine and analyze two major federal government compen¬
sation policies—the Federal Pay Comparability Act of 1970
and the Federal Pay Comparability Reform Act of 1981—
aimed at reducing differences between the salaries of
federal employees and those of comparable positions in
the private sector in the 1980's. The Federal Pay Com¬
parability Act of 1970 was the first attempt made by the
federal government to reduce differences in pay for similar
positions in the two sectors. Generally considered to be
a desirable piece of legislation, the Equal Pay Com¬
parability Act transcended every administration until the
Reagan Administration decided to adopt the Reform Act in
its place in 1981.
On the basis of various analyses and criticisms of
those two pieces of legislation by scholars and public
financial analysts, this study suggests that both pieces
of legislations, though desirable, are fraught with major
defects that need to be carefully examined and corrected
for them to serve the purpose for which they were designed.
Since its enactment in 19 70, the Equal Pay Coirparability
Act has not succeeded in closing the gap between the
-31-
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salaries of federal employees and those of comparable
positions in the private sector in the 1980's as it was
expected during its enactment a decade ago. First the
comparability process of wage determination acknowledges
that there are no profit considerations in the public
sector so that competitive conditions cannot lead to a
market-clearing wage rate. On the contrary, the govern-^
ment pay system is tied to the rate prevailing in the
private sector, on the assumption that competition
. 13
prevails throughout the private sector.
Second, although the comparability process in most
governmental entities allows for some participation by
employees, it has not been acknowledged that the relative
differences in political strength of employers and
employees have tended to make public employees far more
influential in wage decisions than private employees.
A third and major weakness of the comparability
process of wage determination in the public sector is
that it gives no consideration to manpower availability
14
in either public or private sectors. Though an apparent
purpose of the comparability process was to assure the
government employer of an adequate supply of workers
without unnecessary expense, except under shortage
13





conditions the actual number of individuals available in
either sector is never considered in the wage deter¬
mination decision. If, for example, there are many
candidates applying for a particular position in the
public sector and there is an increase in the prevailing
private sector wage, the comparability process calls for
an increase in the public sector wage even though more
than enough individuals will be willing to work there at
15
the old wage.
In summary, several major problems with the com¬
parability process suggest that, even if the difficulties
of implementation were resolved, the resulting government
wage would neither approximate prevailing private sector
wages nor result in minimum personnel expenditures for
the government employer. It is also important to
recognize that the power and role of the once powerful
unions in the public sector is beginning to decline.
Unquestionably, unions are, comparatively, more powerful
in the public sector than in the private sector,How¬
ever, their power and influence are used to influence
non-wage aspects of compensation. Also the absence of the
right to strike in most of the public sector prevents






Third and most important, it is significant to note that
there are important differences in both the mechanics and
politics of pay determination in government and the private
sector. In this respect, it requires enormous effort and
sound policy on the part of the government to direct the
comparability process such that it can fulfill the function
for which it was designed.
Recommendations.
It is not the purpose of this study to provide
specific blueprints for reforming federal governemnt pay
policies. By contrast, it suggests alternatives and broad
areas in which modifications could be made. First in a
government characterized by checks and balances on the
power of its branches it is absurd that the vital process
of pay determination for federal employees has proceeded
without checks on the accuracy of wage comparisons. Unless
such checks and balances are introduced and vigorously
enforced, public/private sector pay differentials will
persist in the future. One of the most important ways of
introducing checks and balanaces in the comparability
process will be to consider the availability of manpower
for all federal and private sector jobs. For example, if
the comparability process suggests that wages be increased
for a particular group of government workers and yet there
are already long lines of individuals awaiting such jobs,
the increase is unnecessary to attract the required
manpower.
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Second, the shortcomings of the mechanics of the
compensation process should be corrected. The most
obvious reforms include improving the statistical surveys
used for wage comparisons so as to make them more
representative; eradicating alignment practices that are
of variance with private sector practicies; and considering
non-wage benefits in the comparability process. In
addition, compensation relationships between the public
and private sectors should be reassessed periodically from
a different perspective than that used in the compara-
17
bility process.
Finally, the comparability principle itself must be
redefined to eliminate the confusion that currently exists
between the positive and normative aspects of the com¬
parability process. The basic goal of the process has
been to establish an efficient system of wage determination
that would reduce or close the gap between the salaries of
federal employees and those of their counterparts in
similar positions in the private sector, thus enabling
the government to compete effectively with the private
sector in the recruitment and retention of sufficient
qualified workers. This goal has been confused with
normative considerations as to what is fair to federal




employees constitute a significant proportion of total
employment in the United States. It is in everyone's
interest that these workers' wages and salaries be set
so that the government can be assured of attracting and
retaining the necessary manpower. But, at the same
time, it is in the interest of all that this be done at
the least cost to the government. The comparability
process is unquestionably a viable means of achieving
parity between the wages and salaries of federal employees
and those of comparable positions in the private sector.
Nonetheless, it is important that the process be thoroughly
re-examined such that necessary reforms can be made to
render the process more efficient and rewarding to federal
government employees in the 1980's.
APPENDIX A
FEDERAL PAY COMPARABILITY ACT OF 1970
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FEDERAL PAY COMPARABILITY ACT OF 1970^8
Congress in 1970 completed action on a bill (HR
13000—PL 91-656), the Federal Pay Comparability Act,
providing the President with authority to adjust the pay
rates of 4.5 million Federal employees.
Final action came when the House Dec. 31 agreed to
a conference report on HR 13000. The Senate by voice vote
had adopted the report Dec. 30.
The bill switched the responsibility for providing
Fedreal employees' pay raises from Congress to the
Executive Branch. In 1962, the principle that federal
salaries should be comparable with salaries in private
industry was adopted by Congress in the Federal Salary
Reform Act (PL 87-973).
The bill authorized the President, beginning in 1972,
to set wage rates for Federal employees based on private
industry pay surveys, recommendations from a Federal
Employees' Pay Council, established by the bill, and a
review by an Advisory Committee on Federal Pay, also
established by the bill.
The bill permitted the President to adjust the
salaries of Government workers in 1971 and 1972 (effective
Jan, 1 of each of these two years) without following the
review procedure authorized by HR 13000, (Based on 1970
private industry wage statistics, a 6-percent pay com¬
parability increase for 4.5 million Government employees—
including military personnel—would cost about $2.2 billion
in 1970.)
PROVISIONS. As cleared by Congress, HR 13000;
. Provided that the President directs an agent each
year to prepare a report based on surveys conducted by the
Bureau of Labor Statistics comparing Federal pay rates with
pay rates in private enterprise for the same type of work
and to make recommendations for appropriate adjustments.
. Established a Federal Employees Pay Council con¬
sisting of five members appointed from the largest Federal
employee unions to make recommendations on rates of pay
to the President's agent.
^®U,S. Congress, House, Federal Pay Comparability
Act, H.R. 13000-PL 91-656, 91st Congress, 2nd Session,
1970, pp. 810-816.
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. Established an independent Advisory Committee on
Federal Pay composed of three members appointed by the
President to review the agent's report and to make pay
rate recommendations to the President.
. Authorized the President after considering the
report of his agent and the findings of the advisory
committee to make adjustments in the pay rates, which
would take effect on Oct. 1 each year, beginning in 1972.
. Required the President to submit to Congress a
report of the pay recommendations and reports of the
President's agent and the advisory committee.
. Required the President to submit to Congress for
approval before Sept, 1 of any year an alternative pay
plan if he determined that national emergency or economic
conditions made the required pay adjustment inappropriate.
. Provided that any alternative pay plan would take
effect on Oct. 1 if Congress did not act on the alternative
plan; provided that the original plan would take effect if
either house rejected the alternative plan within 30 days
after the date of transmittal to Congress.
. Authorized the President to adjust Federal pay
rates for 1971 and 1972 (effective Jan. 1 of each of 1971
and 1972) based on Bureau of Labor Statistics surveys.
Designated the director of the Office of Management and
Budget and the chairman of the U.S. Civil Service Commission
to act as the President's agents for the 1971 and 1972
adjustments.
. Included the following Government employees in the
new pay adjustment system: Civil Service employees under
the General Schedule (GS); officers, staff officers and
employees in the Foreign Service; physicians, dentists and
nurses in the Department of Medicine and Surgery of the
Veterans Administration.
. Provided that pay rates fixed by the administrative
action for employees in the Legislative, Executive and
Judicial Branches of the Federal Government (except
employees whose pay was disbursed by the Secretary of the
Senate or the Clerk of the House of Representatives) and
for employees of the District of Columbia may be adjusted
by the appropriate administrative authority.
. Authorized the President pro tempore of the Senate
to adjust the rates of pay of personnel whose pay was
disbursed by the Secretary of the Senate each time the
Preisdent adjusted pay rates.
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. Authorized the Clerk of the House to adjust rates
of pay for House personnel each time the President adjusted
pay rates and to transmit the information to the appropriate
pay-fixing authority (a Member, committee chairman or the
House Administration Committee) who could adjust pay rates
as he considered appropriate.
. Provided allowances for employees on duty at
remote worksites.
. Provided quarters, subsistence and allowances for
employees of the Army Corps of Engineers engaged in mobile
construction operations.
. Authorized 20 additional positions throughout the
Federal Government in grades GS-16 through GS-18.
References. 1969 Almanac p. 428; Congress and the
Nation, Vol. I, p. 1471.
Background
On Oct. 14, 1969, the Federal Salary Comparability
Act (HR 13000) was passed by the House. The Senate Dec.
12, 1969, approved an amended version of HR 13000. The
House measure provided salary adjustments for Federal
employees, established a permanent method of adjusting
pay rates of Federal employees and included several
miscellaneous employee fringe benefits. The Senate-passed
version provided a flat percentage increase in pay for
Federal employees.
A House-Senate conference convened in March 1970
to resolve the differences between the Senate- and House-
passed versions of HR 13000, but no agreement was reached.
Subsequently, Congress in April 1970 approved a bill
(S 3690—PL 91-231) providing a 6-percent salary increase,
retroactive to Dec. 27, 1969, for all Federal employees
under civilian and military pay systems, as well as for
employees in the Agricultural Stabilization Service, and
certain employees in the Judicial, Legislative and
Executive Branches whose rates of pay were fixed by
administrative action. (p. 350)
In August 1970, Congress approved the Postal Reorgani¬
zation Act of 1970 (PL 91-375) . It provided an 8-percent
pay increase for all employees of the Post Office Depart¬
ment, retroactive to April 16, 1970. (p, 341)
The question of a permanent method of adjusting pay
rates for Federal employees, however, was left unresolved.
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Pay Comparability Bills. The Nixon Administration
submitted a proposal to Congress July 23 permitting the
President to adjust the salaries of classified Federal
employees to correspond to private industry wages.
Sponsored by Robert J. Corbett (R Pa.), the Admin¬
istration bill (HR 18603) differed from HR 18403 introduced
by Morris K, Udall (D Ariz.) in the application of the pay
comparability principle established by the Salary Reform
Act of 1962.
Under the Administration's pay comparability plan,
the President by Executive action would make annual salary
adjustments based on three factors:
. Private industry salary levels compiled by the
Bureau of Labor Statistics.
. Consultation between employee organizations, the
Office of Management and Budget, and the Civil Service
Commission.
. Recommendations of an impartial three-member com¬
mittee of non-Government advisers.
Beginning in 1972, the Bureau of Labor Statistics
survey would be conducted in the spring and pay scale
adjustments would be made by the President and reported
to Congress by Oct. 1 each year, thus reducing to six
months the time lag between the private industry survey
and Federal salary adjustment.
The Udall plan called for a five-member committee
composed of three management and two Government union
officials to recommend annual pay adjustments to the
President. In addition, under HR 18403, the President was
required to submit pay adjustment proposals to Congress for
approval by Feb, 1 each year. Then, Congress had 60 days
to consider the President's recommendations. If approved
by Congress, the pay hike would have been retroactive to
Jan. 1.
House Hearings
The Post Office and Civil Service Subcommittee on
Compensation held hearings July 27, 29 and 31 on HR
18403 and HR 18603, bills to implement a pay comparability
system for Federal employees.
Testimony July 27
Robert E. Hampton, Chairman, Civil Service Commission
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The principle of pay comparability in the Salary
Reform Act of 1962 "has been accepted as a good principle
by everyone—the Congress, the Executive Branch, and
employee organizations. It is sound and fair to both the
Federal meployees and the taxpayers and should be retained
as the basis for any future pay legislation."
There are two major problems in the application of
the principle:
. A time lag between the Bureau of Labor Statistics
survey and actual pay adjustments.
. Difficulty in resolving differences between the
Government and its employees concerning the comparability
process.
"To solve the time lag problem, we propose that
Congress direct the President to make the appropriate pay
adjustments by Executive action."
To resolve differences concerning the comparability
process, the Administration's proposal provides for
consultation with employee organizations and pay-recommen¬
dation review by a group of private citizens.
Arnold R. Weber, associate director. Office of
Management and Budget:
The President should make pay adjustments "instead of
proposing adjustments siibject to Congressional review"
because that is the best insurance the adjustments will
be made; statutory principles preclude issues which warrant
Congressional debate, and it is the best way to minimized
time lag in the adjustments.
"Congressional review of every adjustment in pay,
whether by legislation or the reorganization type of
approach, has several disadvantages. The full legislative
process is slow and time consuming,"
July 29
Joseph W. Kimmell, senior principal and manager.
Government Programs, Edward N. Hay & Associates:
Recognizing the importance of comparability pay,
the following recommendations should be considered:
. Annual changes for pay ranges or grades as deter¬
mined by standards of comparability with industry and
finance and in consideration of economic conditions.
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. Establishment of an Advisory Commission on
Federal Pay as an adjunct of the Civil Service Commission.
Alan J. Whitney, executive vice president. National
Association of Government Employees:
Under the pay comparability proposal outlined by
the Administration, "employee organizations are relegated
to a secondary position. ..."
Nathan T. Wolkomir, president. National Federation
of Federal Employees:
The following key points are presented on the subject
of salary and wages setting in the Federal service;
. Membership on the proposed Advisory Commission on
Federal Pay should include equally employee organizations
and agencies.
. The time lag between salary surveys and their
implementation could be reduced by adding a projected
increase.
. Minimum pay of $6,000 annually on a nation-wide
basis for all full-time Federal employees should be
established.
July 31
John J, Murphy, president. The National Customs
Service Association:
Section 2 of HR 18-403, which sets up an Advisory
Committee on Federal pay, "gives a monopoly to the 'big
union' which characteristically has little or no interest
in the problems or views of small employee groups."
Vincent L. Connery, president. National Association
of Internal Revenue Employees;
Pay adjustment reform "must be made as automatic as
possible. Congress should actually delegate to the
Executive the power to raise salaries to the comparability
level. The 60-day waiting period (HR 18403) is an un¬
necessary step in the procedure."
James D. Hill, executive director. National Federation
of Professional Organizations;
"In private industry today, employees have an
effective voice in the determination of their pay. Labor's
right to strike or to submit issues to binding arbitration
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ensures that the views of employees will be given con¬
sideration. Federal employees have neither of these
rights. But under the proposal embodied in HR 18403
they would at least have two votes on the salary com¬
mission. Under the Administration's proposal they would
have nothing."
Conference Report
House and Senate conferees Dec. 9 filed a report
(H Rept 91-1685) on HR 13000. The House and Senate in
1969 had passed substantially different versions of HR
13000, but a conference on the bill was not held until
1970. Once in conference, the bill was rewritten along
lines recommended by the Administration and by Rep.
Morris K. Udall (D Ariz). The Dec. 9 conference report
on HR 13000 outlined the differences between the text of
the House bill as passed Oct. 14, 1969, and the substitute
version agreed to by conferees Dec. 9, 1970. (Major pro¬
visions of HR 13000 as passed by the Senate Dec. 12,
1969, had pertained to a proposed 1970 pay raise for
Federal employees.)
Major actions taken by conferees were as follows:
Coverage. Conferees agreed to include the following
Government employees in the new pay structure: Civil
Service employees under the General Schedule (GS);
officers, staff officers and employees in the Foreign
Service; physicians, dentists and nurses in the Department
of Medicine and Surgery of the Veterans Administration.
The House version had originally included postal field
service employees. Pay rates for these employees were
determined by the Postal Reorganization Act (PL 91-375)
enacted Aug. 12. (p. 341)
Pay Adjustments. Conferees agreed to a procedure
authorizing the President to adjust the salaries of Federal
employees after he had considered the recommendations of
his agent, a Federal Employees Pay Council and an Advisory
Committee on Federal Pay—all established in the conference
version. The House-passed version had provided that
adjustments would become effective only after Congressional
approval of pay rates recommended by the Federal Employee
Salary Commission.
Advisory Committee. Conferees established an Advisory
Committee on Federal Pay to review the annual pay rates
report submitted to the President by his agent. The
House-passed bill contained no similar provision.
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Pay Adjustments—1971-1972. Conferees authorized
the President to make pay adjustments for 1971 and 1972
without regard to procedures established in the bill
"since there will not be adequate time to process the
initial adjustment through the committee procedure."
The House bill contained no similar provision.
Postal Employee Fringe Benefits. Conferees deleted
a House-passed provision providing automatic pay step
advancements for postal employees because the Postal
Reorganization Act had covered these matters.
Final Action
Senate. The Senate Dec. 30 by a 40-35 roll-call
vote adopted the conference report on HR 13000. (Vote
417, p. 71-S)
Before final passage, Allan J. Ellender (D La.) called
the legislative history of the bill "somewhat mysterious."
Referring to the re-drafting of HR 13000 by House-Senate
conferees, Ellender said, "The bill in question . . . was
never considered by the Senate. It was never debated on
the Senate floor. . , . The Senate itself never passed upon
the question of providing a board or providing ways and
means of fixing a wage scale."
John 0. Pastore (D R.I,), speaking on the bill's
provision allowing the President to set Federal pay rates,
said, "Step by step ... we are giving away the function
and responsibility of the Senate."
House. The House Dec. 31 by a 183-54 roll-call vote
agreed to suspend the rules (requiring a two-thirds vote
for passage and prohibiting floor amendments or points
of order against the bill) and adopt the conference report
on HR 13000, completing Congressional action. (Vote 264,
p. 90-H)
Representatives H. R. Gross (R Iowa) and Durward G.
Hall (R Mo.) voiced strong objection to the suspension of
floor rules procedure under which HR 13000 was considered
by the House. Gross called the technique "dictatorial"
because "it is impossible to raise points of order or offer
amendments to remove nongermane provisions" from the
conference version.
Gross said the conference report on HR 13000 included
matter not considered by either the House or the Senate.
"It is clearly evident," Gross asserted, "that this bill
was resurrected as a convenient vehicle for ramming through
Congress ... an entirely new, radical, nongermane
proposition for setting Federal pay."
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(Rules of the House of Representatives state that a
conference report "shall not include matter not committed
to the conference committee by either House.")
Hall added that the question before the House "is
not merely whether we are going to have comparability.
The point at issue here, is that we are leaving Congress
completely out of any effective action, which is required
by the Constitution."
APPENDIX B
FEDERAL PAY COMPARABILITY REFORM ACT OF 1983
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FEDERAL PAY COMPARABILITY REFORM ACT OF 1983
Some 1.4 million federal white-collar workers received
a 3.5 percent pay increase effective Jan. 1, 1984, after
Senate inaction on a fiscal 1984 budget reconciliation
measure blocked them from receiving a 4 percent raise.
President Reagan had recommended the 3.5 percent
level in an Aug. 31 executive order that also provided for
a three-month delay in the annual federal pay raise sched¬
uled for Oct. 1. By law, Reagan's proposal took effect
when Congress did not overrule it.
Members of Congress also received a 3.5 percent raise
effective Jan. 1.
The Senate reconciliation bill (S 2062) provided for a
4 percent pay raise as of Jan. 1, 1984. It also sought to
delay until January 1985 a scheduled May 1984 cost-of-living
(COLA) increase for federal retirees. The bill did not
reach a Senate vote before adjournment.
The House Oct. 25 passed its own reconciliation bill
(HR 4169), which likewise called for a 4 percent increase
in white-collar pay and a delay in retiree COLAs. By a 245-
176 vote, the House agreed to delay the pay raise from
Oct. 1, 1983, until Jan. 1, 1984. The House Post Office
and Civil Service Committee had sought an Oct. 1 effective
date. The reconciliation bills were designed to achieve
deficit reductions required by the fiscal 1984 budget
resolution. (House vote 390, p. 116-H; details of Senate
and House action on reconciliation, p. 231)
Under provisions of the fiscal 1984 Treasury-Postal
Service funding bill that were incorporated in the second
fiscal 1984 continuing appropriations resolution (PL 98-151),
pay raises for blue-collar ("wage scale") federal workers
were limited to the same percentage and timetable as those
for white-collar workers. (PL 98-151, p. 528)
In his fiscal 1984 budget proposal, Reagan called
for a one-year freeze on federal wages and fiscal 1984 cost-
of-living adjustments (COLAs) for federal retirees.
The proposed pay freeze would have affected about
2.7 million civilian employees and 2.1 million active
military personnel. Administration officials said it
would save about $6 billion in fiscal 1984.
^^U.S. Congress, House, Federal Pay Comparability
Reform Act, H.R. 3871-PL98-117,' yfith Congress, ist session,
1983, pp.590-598.
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U.S. PAY CHANGE DELAYED
President Reagan Oct. 11 signed into law a bill
(HR 3871—PL 98-117) delaying for three months a book¬
keeping change that resulted in a slight pay cut for
federal workers.
The measure had been passed by the House Sept.
20 and by the Senate Sept. 27.
It delayed from Oct. 1, 1983, until Jan. 1, 1984,
the effective day of a minor change enacted as part of the
fiscal 1983 budget reconciliation act (PL 97-253). The
modification extended the niomber of hours used to compute
biweekly paychecks for most annual-rate federal employees.
The change was expected to cost workers between
$3.20 and $8.80 per pay period.
With enactment of HR 3871, the shift took effect at
the same time as a 3.5 percent pay boost for federal white-
collar workers.
The COLA freeze would have affected some 1.4 million
civil service retirees and 1.3 million military retirees.
Chilly Reception
Federal employee and retiree groups attacked the
Reagan proposals angrily.
"They're outrageous, I have never seen such a direct,
all-out attack on a group of employees like this," declared
Jane McMichael, legislative director for the American
Federation of Government Employees, a large federal union.
The House Post Office and Civil Service Committee
March 2 rejected the Reagan proposals, recommending that
the House Budget Committee ignore them.
The committee voted 4-18 against a proposal by
William E. Dannemeyer, R-Calif., that the one-year freeze
on pay be approved.
The Senate Governmental Affairs Committee later
approved a 4 percent pay boost, effective Jan, 1, 1984.
COLA Delay for Retirees Blocked
The House Post Office Committee voted 3-18 against
a 13-month delay in federal retiree COLAs that was offered
by Dannemeyer,
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"We have treated the civil service retirees
exceedingly well, especially in the 1970s," Danneineyer
argued. He said federal outlays for the retirement plan
had increased nine times faster than inflation in the
past 20 years, and that federal retirees enjoyed benefits
far more generous than those of most private sector
retirees.
However, the reconciliation bill (HR 4169) passed
Oct, 25 by the House did include a delay from May 1984
until January 1985 in COLAs for federal retirees.
The Senate Governmental Affairs Committee also
approved a delay in the retiree COLA from May 1984 to
January 1985, but the failure of the full Senate to
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